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INDONESIA - KEY ECONOMIC INDICATORS 


1988 = 1989 


DOMESTIC ECONOMY 
Population (million midyear) 172 175 
GDP (billions of Rupiah, current prices) 142,020 166,330 
Exchange rate (Rupiah per $) 1,686 1,770 
GDP ($ million) 84,235 93,972 
GDP per capita (at prevailing exchange rate) 
GDP (% growth in constant 1983 rupiah prices) 
Growth in Consumer Prices 
Money Supply (Rp billion-Dec. 31) 
Foreign Investment approvals 
(non-oil) ($ million) 
Official Int’] Reserves ($ million-Dec. 31) 
External Official Debt 
(Disbursed - $ million-Dec. 31) 45,000 
Official Debt Service ($ million) 7,250 


FY 
GOVERNMENT BUDGET (billions of Rupiahs) 91/92** 


Routine Expenditures 30,558 
Development Expenditures 19,998 
Domestic Revenues 40,184 
Dev. Receipts (external loans and grants) 10,372 


FY 
BALANCE OF PAYMENTS (§$ million) 1/92** 


Overall Balance/Change in Official Reserves -1,100 
Current account -5,000 
Exports, Merchandise (F.0.B.) 28,000 
Oil and LNG 11,000 
Non-oil 17,000 
Imports, Merchandise (C.I.F.) 25,000 
Oil and LNG sector imports 3,000 


Non-oil 22,000 


U.S.-INDONESIAN TRADE ($ million) 1991** 
Indonesian Exports to the U.S. (Customs Value) 3,500 
U.S. Share of Indonesian Exports (%) 12.5 
Indonesian Imports from the U.S. (F.A.S.) 2,000 
U.S. Share of Indonesian Imports (%) 10.5 


NOTE: #*Includes provisional data; **Projections 

SOURCES: Bank Indonesia, Central Bureau of Statistics, Department of Finance, Capital Investment 
Coordinating Board, U.S. Department of Commerce, and Embassy estimates. 

Indonesia’s fiscal year runs from April 1 through March 31. 





SUMMARY 


Underpinned by the government’s ongoing program of deregulation measures, the Indonesian 
economy continued its strong performance in 1990, posting inflation-adjusted growth of 

7.1 percent. Non-oil export growth slowed due to softening prices for Indonesia’s major non- 
oil commodities; however, exports of manufactured goods remained strong. Exclusive of the 
petroleum sector, the economy grew at a real rate of 7.8 percent in 1990, marking the third 
consecutive year of non-oil growth over 7 percent. Since 1983 when the government launched 
its deregulation program, real GDP growth has averaged 5.8 percent a year. The economy may 
slow in 1991, but still maintain healthy real growth in at least the 5 to 6 percent range. 


Robust private sector outlays, especially investment spending prompted by the government’s 
deregulation program, caused imports to rise by a third in 1990 compared with 1989. Paced by 
strong private demand for credit, the broadly defined money supply (currency in circulation plus 
demand, time and savings deposits) expanded 44 percent. Stronger domestic demand pushed 
inflation to 9.5 percent compared to 6 percent with 1989. The government responded by 
tightening the money supply and by loosening controls on imports or limiting exports. 


Due to rising imports and slower growth in exports, the Government of Indonesia (GOI) reports 
the trade surplus for the 1990/91 fiscal year ending March 31 declined by 19.6 percent to 
US$5.2 billion. When combined with interest payments on foreign debt and other invisibles, 
the current account deficit rose to an estimated US$3.5 billion compared with US$1.6 billion a 
year earlier. Thanks to higher prices for the country’s oil exports, sharply increased private 
sector borrowing abroad, and careful foreign exchange management, official foreign exchange 
reserves grew to US$9.1 billion. The government’s foreign debt is about US$45 billion and 
total foreign debt is about US$66 billion. 


Oil output increased gradually over the past two years, reversing a general downward trend in 
crude production which peaked at 1.7 million barrels per day (mmbpdl) in 1977. With 
expanding secondary-oil-recovery projects and several new oil fields coming onstream in 1991, 
output is expected to peak again at 1.6 mmbpd. 


Natural gas is increasingly important in meeting the country’s development needs. LNG 
exports, which represent about half of total gas production, increased by nearly 10 percent in 
1990. Domestic gas consumption is expected to rise by a third over the next five years to meet 
increasing demand for fertilizer, power generation, and urban uses. 


The agricultural sector, which employs about half of the labor force, also performed well in 
1990. There was a second consecutive bumper crop of rice, and oilseed crops, led by palm oil 
and copra, which also set new records. 


The Indonesian economy in the 1990s faces several major challenges. Most pressing is the need 
to create employment for the more than 2 million new job seekers entering the labor force each 
year. Indonesian economic managers estimate that the economy will need to grow at 

5 percent or better if these new entrancing are to be accommodated. A concomittant challenge 
will be matching jobs with the increasing educational levels and growing aspirations of new 
workers. 
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The attention of educators and government policymakers is increasingly turning to improving 
the quality of the work force. Indonesia’s power, communications, transportation, and other 
infrastructure systems will also need to be expanded and improved to meet private sector 
requirements and permit continued high levels of economic growth. 


RECENT DEVELOPMENTS 


Faced with lower oil prices in the early 1980s, the Indonesian Government launched a program 
to give freer rein to the private sector and lessen the economy’s dependence on petroleum as a 
source of export earnings and tax revenues. The program, known as deregulation and 
de-bureaucratization, began in 1983 with a loosening of controls on the financial sector. 
Subsequent measures liberalized conditions for foreign investment, reduced tariffs and import 
licensing restrictions, eased export requirements, revitalized the capital markets and the banking 
system, and reformed the domestic shipping regime. Despite higher prices for oil since the 
global market’s lowpoint in the mid-1980s, the government has stayed the course of its 
deregulation program. Deregulation measures undertaken during the past few years have led to 
strong economic growth, and this trend continued in 1990. Real growth in gross domestic 
product (GDP) that year was 7.1 percent, the second consecutive year over 7 percent. Since the 
government launched its deregulation program in 1983, real GDP growth has averaged 

5.8 percent a year. A significant further deregulation package for trade and investment 
announced in early June 1991 should help maintain the momentum. Still, despite long queues 
of approved domestic and foreign investment projects, infrastructure constraints, tight credit 
domestically, and concerns over increased levels of private foreign borrowing may slow the rate 
of GDP growth somewhat in 1991/92. 


The economy’s growth in 1990 was paced by the strong performance of the non-oil and gas 
sector. Exclusive of petroleum, the economy grew 7.8 percent, marking the third consecutive 
year of 7 percent-plus growth. Growth in the oil and gas sector was 4.1 percent. During 
recent years, the composition of GDP has shifted away from the petroleum and agricultural 
sectors and toward the manufacturing and services sectors. 


Although GDP growth continued at a strong pace, non-oil export growth slowed in 1990/91 to 
6 percent, down from 19 percent in 1989/90. The slower export growth reflected weaker prices 
for most of Indonesia’s primary commodities, strong domestic demand for some exportable 
goods, and special factors such as a higher tax on sawn timber exports. Despite these 
developments, exports of non-oil manufactured goods registered 15 percent growth in 1990. 


The success of the government’s deregulation policies contributed to a surge in imports in 1990 
and the first quarter of 1991. Imports increased 30 percent in 1990/91, up sharply from the 
1989/90 growth rate of 21 percent. Reflecting strong investment demand, imports of capital 
goods rose almost 60 percent, and accounted for about two-thirds of the overall increase in 
imports. While the increased level of imports contributed to a lower merchandise surplus on 


the trade account, the large capital goods component of imports should provide a base for future 
export growth. 
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The rapid growth of imports was in part driven by rising investment. Indonesian Government 
approvals of foreign and domestic investment projects set new records. The Capital Investment 
Coordinating Board (BKPM) in 1990 approved foreign investment projects valued at US$8.75 
billion, an increase of 85 percent over 1989. Approvals of domestic investment projects 
applying for investment incentive facilities skyrocketed, increasing more than 200 percent over 
1989. The leading sectors for foreign investment approvals were chemicals, textiles, and 


hotels. Domestic approvals were concentrated in the chemicals, textiles, and pulp and paper 
industries. 


Strong domestic demand contributed to higher inflation in 1990 and early 1991. The consumer 
price index rose 9.5 percent in 1990, compared to 6 percent with 1989. The government took 
several steps to dampen inflationary pressures. First, it authorized the unprecedented 
importation of heavy trucks to meet demand that could not be satisfied by local assembly plants. 
In order to meet strong demand by the construction industry, import duties on cement were 
eliminated and the domestic export of cement was banned. Second, it tightened liquidity as 
Bank Indonesia, the country’s central bank, began to phase out a program of subsidized loans 
known as liquidity credits. A further tightening of monetary policy in early 1991 led to 
additional interest rate hikes. Three-month certificate of deposit rates rose from 14.5 percent in 
January to 20 percent in December 1990 to the mid-20 percent range during the first quarter of 
1991; lending rates rose to the upper 20/lower 30 percent range. 


The Indonesian stock market continued to expand rapidly. The number of companies listing 
shares grew from 24 in 1988 to 123 at the end of 1990. Over 2 billion shares are now listed; 

- market capitalization exceeds 7 billion. The composite price index surged in the first half of 
1990, but declined over the second half of the year. The decline has been attributed to a 
number of factors, including competition from high interest rates available on bank deposits; 
large foreign exchange losses suffered by a major bank in August; uncertainties stemming from 
the situation in the Gulf; and the flood of stocks resulting from numerous new listings. In 
December 1990, the government issued regulations providing for the privatization of the Jakarta 
Stock Exchange in 1991 and the conversion of the Department of Finance’s Capital Markets 
Executive Agency into a strictly regulatory body. Provision was also made for the 
establishment of private closed-end mutual funds. Future developments include the listing of 
shares in several state-owned enterprises. 


SECTORAL ANALYSES 


Oil and Gas: A member of OPEC, Indonesia is the world’s 14th largest oil producing country. 
Crude and condensate production has gradually increased over the past two years to average 
1.46 million barrels per day (mmbpd) in 1990, reversing a long-term secular decline that began 
in 1977. Several new fields came onstream in late 1990, including the 200,000 bpd Widuri 
field, to boost output capacity to 1.7 mmbpd, the highest level since 1977. For the first four 
months of 1991, output has averaged closer to 1.6 mmbpd as crude output has been restrained 
by a weak market and OPEC quotas reintroduced in April. This level of output is not 
sustainable, however, unless further new reserves are found to offset the normal decline as 
existing fields reach maturity. 
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New discoveries are likely as exploration activites have increased significantly over the past two 
years. Fifty-seven new exploration contracts have been signed since 1987, bringing to a record 
100 the number of blocks now in production or exploration. Over 60 percent of the production 
sharing contracts are operated by American oil companies. 


In 1990 Indonesia exported about 50 percent of its net oil production as rapidly rising domestic 
fuel demand, a 14 percent increase in 1990, consumed a greater percentage of oil production. 
Existing oil refineries are being upgraded and a new 125,000 bpd refinery is under construction. 
Several more export-oriented refineries are under consideration which will use Middle Eastern 
as well as domestic crudes as feedstock. Several large basic petrochemical projects are also 
being planned with numerous downstream plants likely to follow. 


Natural gas plays an increasingly important role in the country’s energy mix. Indonesia’s 
production of natural gas, which has grown at a 7.5 percent annual rate since 1981, reached 

2.2 trillion standard cubic feet in 1990. More than half this gas is liquified for export to Japan, 
Korea, and, beginning in 1990, to Taiwan. LNG exports increased by 10 percent in 1990 to 
20.64 million tons. Over 2.7 million tons of LPG was also produced in 1990, largely for 
export to Japan. Domestic gas consumption is expected to rise by a third over the next four 
years to meet the demands of new fertilizer plants, several new city gas systems -- partly funded 
by the World Bank -- and at least two large combined cycle power plants, the first to be built in 
Indonesia. 


The doubling of world oil prices following Iraq’s August 2 invasion of Kuwait added over 
US$2 billion to net oil export earnings for FY1990/91. Government revenues were similarly 
affected by the windfall prices, but were offset somewhat by the higher-than-anticipated 
domestic fuel subsidy required by higher cost crude and the jump in consumption. 


Mining: Indonesia’s coal sector is taking off as foreign investors operating under coal 
cooperation contract agreements with the state coal company are investing US$ 15 billion in 
hopes of producing over 20 million tons of coal by 1994, predominantly for export. Another 19 
million tons is expected that year from two state-owned mines and smaller private operations to 
serve a growing domestic market. Coal production jumped nearly 25 percent in 1990 to 

10.8 million tons while exports nearly doubled to 4.4 million tons valued at US$168 million. 
By the turn of the century, Indonesia could be one of the world’s major coal exporters, 
producing over 50 million tons of coal per year. 


Freeport Indonesia, Indonesia’s sole copper producer, a subsidiary of U.S.-owned Freeport 
McMoran, is undergoing a major expansion. In 1990 the firm’s open pit and underground 
mining operation in Irian Jaya produced an estimated 169,000 tons of copper, 9.2 tons of gold 
and 60 tons of silver, a near 14 percent increase in copper and more than threefold increase in 
gold output. Mill throughput during 1990 averaged 31,700 tons per day, midway through a 
$511 million expansion to 52,000 tpd capacity by year-end 1991. At this level Freeport will be 
the fifth largest copper/gold operation in the world. Freeport hopes to sign by midyear a new 
contract to replace its 1967 contract of work due to expire in year 2003 and to include 

6.1 million acres of new exploration area. Four other foreign companies have also requested 


exploration rights in Irian Jaya with prospects high for discoveries of copper, gold, silver, and 
zinc. 
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Tin production, capped by the quotas of the Association of Tin Producing Countries (ATPC) as 
well as depressed prices not seen since the 1985 tin market collapse, brought hard times back to 
the Indonesian tin industry after its short-lived reprieve in 1989. In line with ATPC restraint 
measures, Indonesia’s tin in-concentrate production declined 3.4 percent to 30,200 tons for 
1990. With international prices falling again to post crash levels, export earnings dropped 
nearly 40 percent to US$153.3 million. Considering the large overhang in worldwide tin stocks 
and the October 1990 ATCP decision to reduce further member country production, Indonesia’s 
tin output for 1991 is expected to decline a further 6 percent to 28,376 tons, with price 
expectations remaining depressed. 


Nickel is produced in Indonesia from three mines, two operated by state-owned Aneka Tambang 
and one by majority Canadian-owned P.T. Inco. Nickel is exported in three forms: ore, 


ferronickel, and matte, mostly to Japan. Lower prices held Indonesia’s nickel export revenue to 
about 250 million in 1990. 


Gold mining earned Indonesia over US$300 million in foreign exchange in 1988 with prospects 
of exceeding US$500 million by 1993. Between 1985 and 1987, Indonesia experienced a mini 
gold rush having signed 103 contracts of work gold exploration with foreign (mostly Australian) 
companies. At the time the government predicted 20 or more mines would produce over 30 
tons of gold by 1993. While the number of mines was too optimistic, the production estimate 
was conservative as Freeport gold production, as a byproduct of its copper mining operation, 
dominates the sector, and copper/gold production is increasing rapidly. 


Manufacturing: The non-oil manufacturing sector continues to be a major engine of growth 
and an important new source of employment. Non-oil manufacturing accounted for 16 percent 
of total GDP, and 18 percent of the non-oil share of GDP. The expansion of the sector was 
concentrated in labor intensive, export-oriented industries, such as textiles, footwear, toys, 
plastics, and electrical appliances. From fiscal years 1985/86 to 1989/90, exports of non-oil 
manufactured goods grew at an inflation adjusted rate of 24 percent per year. In 1990, non-oil 
industrial exports, which include some processed commodities, reached US$12 billion, up 

7.7 percent over 1989. Plywood and garments were the leading export items. 


The government has taken a number of steps to promote the manufacturing and processing 
industries. To encourage non-oil sector exports, it provides a number of incentives, including 
customs drawbacks for imports used in producing exports and higher equity levels allowed 
foreign partners involved in export-oriented enterprises. In addition, the ban on the export of 
logs and raw and semifinished rattan and higher export taxes on sawn and processed timber aim 
at increasing domestic value-added. Financial sector deregulation has provided an impetus to 
private sector investment in all economic sectors, including manufacturing. Urbanization and 
rising incomes have contributed to rising demand for consumer products, both domestic and 
imported. 


Agriculture: The agricultural sector accounts for about 21 percent of Indonesia’s gross 
domestic product and employs about half the labor force. Farms average about 0.5 hectare in 
size, and agricultural systems are highly labor intensive. A high percentage of food crops are 
consumed on or near the production site, and many rural families live at or near the subsistence 
level. Rice is the major food crop and the staple food for most Indonesians. The production of 





8- 


rice, though usually labor intensive, in some areas involves the application of improved 
technology, which has contributed to high yields and helped Indonesia achieve rice self- 
sufficiency on trend. The estate crop sector includes rubber, vegetable oils, cocoa, coffee, 
sugar, and tea. Investment in oil palm plantations, primarily by the private sector, has 


accelerated greatly in recent years. Indonesia has become increasingly important in the trade of 
these commodities. 


Agricultural production posted some dramatic gains in 1990. With adequate rainfall in the 
principal growing areas, farmers produced a second bumper crop of rice in succession. 
Production of oilseed crops, led by palm oil and copra, also reached a new record. The outlook 
for 1991 is favorable, both in the food and estate crop sector. Prospects for the 1991 rice crop 
are lower than last year, with imports likely in the last quarter of the year. The poultry sector 
has grown rapidly, aided recently by GOI policy supporting vertical integration. Less progress 
has been apparent in the livestock sector, although there are plans for a few large feed lot cattle 
operations. Swine production for the export market has been growing steadily for the last few 
years. Demand for animal products remains generally low due to relatively weak consumer 
purchasing power, but increases in consumer income in coming years will lead to higher 
demand for animal protein. Major Indonesian agricultural imports are cotton, wheat, soybeans, 
animal feedstuffs, and selected high-value food products. 


The government has taken steps to encourage in-country processing of agricultural products. 
Exports of agricultural and forest-based products increased by 3.2 percent to US$7.2 billion in 
1989. The share of those products that remained unprocessed or semiprocessed shrank by about 
5 percent to US$3.9 billion. The leading agricultural exports in 1990 were wood products, 
rubber, fisheries products (especially shrimp and tuna), palm oil, coffee, tea, and spices. 


Labor: The present labor force is estimated to be around 78 million. Over 50 percent of the 
work force is between the ages of 15 and 34. The number of job seekers in this category is 
expected to increased steadily over the next five years. Women make up roughly 40 percent of 
the work force. About 44 percent of the present work force is considered to be underemployed. 
Open unemployment, traditionally very low in, Indonesia (less than 3 percent), is higher among 
secondary and university graduates between the ages of 15 and 24, particularly in urban areas. 
Over 70 percent of the work force has an elementary or below education. The total number of 
persons estimated to have a university education is about 1 percent of the population, while 

9.7 percent or so have only finished junior high school and 10.5 percent have earned a high 


school education. The number of persons with secondary education or higher, however, is on 
the rise. 


The labor market in 1990 presented a paradox. Although the number of job seekers far 
exceeded the number of positions available, some positions remained unfilled at the end of 
1990, largely because the job seekers did not have the requisite skills. A contradictory labor 
market situation continues to exist where shortages of educated and skilled manpower coexist 
with unemployment among the educated. 
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The private sector is expected to provide the major source of job creation. Filling those jobs, 
however, is hampered by a scarcity of skilled personnel, especially mid-level technicians, 
certain types of engineers, accountants, managers, and supervisors. This situation has prompted 
the Minister of Manpower to call for a national policy obligating companies to organize job 
training programs to help meet the demand for skilled personnel. 


Tourism: Tourism is increasingly important to Indonesia as a foreign exchange earner and 
source of employment. In 1990, foreign exchange earnings from the tourism sector totaled 
US$2.1 billion, representing the expenditures of 2.2 million visitors. There were 1.6 million 
visitors in 1989. An estimated 1.3 million Indonesians derive their livelihood from the tourism 
sector, and this total is expected to increase to 2.5 million by 1994. Increasing numbers of 
tourists are expected as a result of the "Visit Indonesia 1991" campaign as well as the 
simultaneous program of cultural activities in the United States known as Festival of Indonesia. 


Money and Finance: The government’s financial deregulation policies have led to the rapid 
expansion of the banking community. The number of Indonesian-owned commercial banks has 
grown to more than 100, and there are 23 foreign-owned and joint venture banks. Eleven 
foreign banks have also opened branches in Surabaya, Indonesia’s second largest city, and 
branch offices are planned for other major cities. Total rupiah deposits held by banks rose 

40 percent in 1990, and foreign exchange holdings in the banking sector more than doubled 
during the year. The money supply has thus grown strongly: currency in circulation plus 


demand, savings and time deposits (M2) rose 44 percent in 1990, after an increase of 
37 percent in 1989. 


The strong demand for credit also continued in 1990. Outstanding bank credits in fiscal year 
1989/90 jumped over 50 percent from the previous year. The government took several steps to 
attempt to tighten monetary policy and improve control over money and credit. Subsidized 
credits from the central bank (Bank Indonesia) were restricted, and interest rates on Bank 
Indonesia debt certificates were raised. In early 1991 the government undertook open market 


operations to reduce liquidity; it also introduced measures to improve supervision of the banking 
system. 


Indonesia maintains an open capital account, and outflows as well as inflows of foreign 
exchange are free of government controls. The government’s policy of allowing a slow 
downward drift of the rupiah against the dollar in a managed float system has helped maintain 
the competitiveness of Indonesian exports. The current budget and balance-of-payments 
projections continue to assume a 5 percent annual depreciation of the rupiah against the dollar. 


BALANCE OF PAYMENTS AND FOREIGN DEBT 


Indonesia’s trade surplus declined in FY 1990/91, the result of flagging growth of non-oil 
exports coupled with rapidly rising imports. Total exports were valued at US$27.8 billion and 
total war-related spike in oil price caused the share of oil and gas earnings to increase to almost 


45 percent, disrupting the trend toward reduced (less than 40 percent) dependence on oil and 
gas on the export account. However, policy remains oriented toward boosting non-oil and gas 
exports, with emphasis on manufactures. 
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The current account deficit, after 2 years of decline attributable to surging exports, widened in 
FY 1990/91 to US$3.5 billion. A substantial increase in private sector borrowing, increased net 
direct investment inflows, and continued strong foreign donor support provided adequate 
financing. Indonesia’s official foreign exchange reserves increased by US$2.8 billion, reaching 
US$9.1 billion at the end of FY 1990/91. With increased private participation in capital 
markets and subsequent bumping up against banks’ country exposure ceilings, Indonesia’s 
borrowing spreads over LIBOR have increased more than the global increase in borrowing 
spreads; the balance of payments and borrowing levels bear close watching in FY 1991/92. In 
an expression of concern, Finance Minister Sumarlin in early June 1991 urged banks and 
companies to curtail their foreign borrowing. 


Indonesia’s external debt is approximately US$66 billion, consisting of about US$45 billion in 
public sector medium-and-long term debt and US$21 billion in private sector debt. Medium-and 
long-term debt comprises nearly all of the government’s debt, much of it on concessional terms 
from multilateral development banks and bilateral donors. The government is current on its 
debt servicing obligations. The private sector’s foreign indebtedness is increasing as a natural 
corollary of its rapid growth under the government’s deregulation program. While the 
Indonesian banking community has tapped offshore sources of funds, major projects have also 
sought financing in international markets. With the rapid rise of export earnings, the debt 
service ratio has been declining; it is expected to be about 30 percent in 1991. 


IMPLICATIONS FOR THE UNITED STATES 


In 1990, bilateral trade between the United States and Indonesia totaled US$5.2 billion. U.S. 
exports to Indonesia increased 51 percent to US$1.9 billion, while Indonesian exports to the 
United States decreased by about 5 percent to US$3.3 billion. Best export prospects for 
American firms include aircraft, avionics and ground support equipment, office machines, 
agricultural and food processing machinery, plastic equipment and materials, organic and 
inorganic chemicals, telecommunications equipment, pulp and waste paper, machine tools and 
metalworking machinery, and power generating equipment. 


Indonesia’s step-by-step implementation of market-oriented economic reforms is improving the 
environment for foreign businesses in Indonesia. In 1989, a short list of industries that remain 
closed to direct foreign investment replaced the cumbersome list of sectors in which foreign 
investment was permitted; the list was further shortened in June 1991. Deregulation measures 
to date have substantially reduced red tape in setting up operations, expanding production, 
importing production inputs, and purchasing shares on the stock exchange. Joint ventures with 
majority Indonesian ownership are treated as domestic entities, free to distribute their products, 
borrow locally, and invest in sectors still closed to direct foreign investment. 


Indonesia revised its copyright law in 1987, and in 1989 a bilateral copyright agreement 
between Indonesia and the United States entered into force, giving automatic protection to U.S. 
copyrighted works in Indonesia. Problems remain in enforcement, particularly with regard to 
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piracy of computer software and videotapes, but Indonesia is taking positive steps to improve 
the situation. A ministerial level anti-piracy commission, headed by the Coordinating Minister 
for Politics and Security, has been established and is expected to coordinate enforcement 
activities. 


Indonesia’s first patent bill, adopted by the Parliment in 1989, will take effect on August 1, 
1991. This law provides for product protection for chemical and pharmaceutical products, 
among others. 


Indonesia is currently drafting amendments to its trademark law, which are expected to be 
implemented in January 1992. Additional reforms which have or will occur include new laws 
on banking, insurance, and pensions; further transportation deregulation; establishment of a 
private alternative to the government electric company; and further trade policy reforms. 


Despite progress in improving the business environment, some obstacles to foreign business 
activity remain. Certain sectors, such as inland transportation and retail trade, are essentially 
closed to foreign investment or subject to participation constraints. In addition, foreigners are 
barred from practicing law, and restrictions apply in accountancy and certain other service 
sectors. 


# U.S. Government Printing Office : 1991 - 282-906/40002 











